ACQUISITION REFORM

Gansler Endorses Single Process
Initiative Throughout DoD—Industry

“Keep An Eye on the Big Picture —
Focus on the Long-Term Perspective”

ivil-military integration of gov-

ernment-industry business prac-

tices and processes has been a

longstanding goal of Acquisition

Reform. Simply put, the
Single Process Initiative facilitates
the elimination of the distinction
between traditional defense and
commercial suppliers. It is the
mechanism by which DoD ex-
pedites the transition of existing
government contracts to com-
mon best processes.

In response to a joint govern-
ment-industry desire to establish
a long-term vision for imple-
mentation of the Single Process
Initiative (SPI), Under Secretary
of Defense (Acquisition & Tech-
nology), Dr. Jacques S. Gansler,
published a memorandum in
June 1998 to institutionalize the Single
Process Initiative. His vision is that SPI
will be a long-term government-indus-
try initiative, designed to accelerate the
pace of business process re-engineering.
Specifically, Dr. Gansler:

= Directed Component Acquisition Ex-
ecutives (CAE) and the Commander,
Defense Contract Management Com
mand to promulgate guidance ensur-
ing that block change modifications
are written in performance language,
whenever practicable.

= Pointed out the importance of the cor-
porate SPI Management Councils.

From His PENTAGON OFFICE,
Dr.Jacques S. GANSLER,
UNDER SECRETARY OF
Derense (AcquisiTion &
TECHNOLOGY) DISCUSSES THE
SINGLE ProCESS INITIATIVE
WiTH LEANTHA SumpTER, SE-
NIOR AcQuisITION REFORM
SpeciaLisT, QEFICE OF THE
Deputy UNDER SECRETARY OF
Derense (AcquisiTioN
Rerorm), oN SepTeEMBER 24,
1998

Sumpter is a Senior Acquisition Reform Specialist in
the Office of the Deputy Under Secretary of
Defense (Acquisition Reform, The Pentagon, Wash-
ington, D.C.

= Directed Service Acquisition Execu-
tives (SAE) to review, and discuss with
him personally, progress in identify-
ing impediments to implementing SPI
within the Services.

= Appointed the Principal Deputy
Under Secretary of Defense (Acqui-
sition & Technology) as Chair of the
Single Process Initiative Executive
Council.?

Giving voice to concerns and ques-
tions raised by the Services, LeAntha
Sumpter, a Senior Procurement Reform
Analyst with the Office of the Deputy
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Under Secretary of Defense (Acquisi-
tion Reform), recently interviewed Dr.
Gansler on the current and future use-
fulness of the Single Process Initiative
throughout DoD.

Unequivocally, Gansler’s responses in-
dicate that SPI is here to stay — that “the
potential of the Single Process Initiative
to expedite Acquisition Reform has not
been fully realized,” and it “now has
more potential than originally envi-
sioned.”

Ultimately, Gansler believes those firms
that pursue SPI are going to be the most
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successful in achieving a lean approach
to conducting business.

What is your assessment of the Single
Process Initiative? Where has it succeeded,
and where has it failed? What is its most
important contribution in the overall scheme
of Acquisition Reform?

The Single Process Initiative has expe-
dited the transition of legacy contracts to
common best practices, including non-
government and commercial standards.
SPI has had a positive impact on the way
the Department conducts business by fa-
cilitating industry consolidations and
plant modernization, and encouraging
innovation and subcontractor reform.

Specifically, SPI's success in facilitating
civil-military integration is demonstrated
by the following facts: There have been
201 facility conversions to commercial
quality standards; 21 facility conversions

to commercial Earned Value Management
Systems; 23 facility conversions to com-
mercial parts management practices; 47
facility conversions to commercial sol-
dering standards; and 27 facility conver-
sions to commercial calibration standards
in the past two-and-one-half years. This
could not have been accomplished with-
out the Single Process Initiative.

On the other hand, the potential of the
Single Process Initiative to expedite Ac-
quisition Reform has not been fully real-
ized. There is a strong correlation between
SPI success and proactive leadership on
specific initiatives by the DoD (i.e., 84
percent of proposed quality conversions
from MIL-Q-9858A were approved).

Likewise, a similar correlation exists for
the reform areas where SPI has not been
so successful. SPI has successfully expe-
dited Acquisition Reform, but there is
much left to be done to achieve greater
civil-military integration and adopt com-
mercial practices throughout the tradi-
tional defense supplier base.

What is the overarching goal of SPI and what
are the expected benefits? Have the goals and
projected benefits of SPI changed since its in-
ception? If so, how?

The ultimate goal of SPI is to pave the way
for DoD’s conversion to commercial
processes, while providing opportunities
for DoD to reduce costs. SPI has provided
a streamlined process for converting
existing contracts to non-government
standards, commercial practices, and
company processes. The initial emphasis
was on converting military specifications
and standards to non-governmental fa-
cility-wide processes, but SPI offers a
greater benefit as a mechanism to achieve
civil-military integration.

What is the future of SPI? Do you expect
that its usefulness will be diminished as we
move more toward a PBBE?

As | discussed previously, when SPI was
initiated it was envisioned as a tool to fa-
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cilitate military specifications and stan-
dards reform in a short time frame. The
anticipation was that the Department
would quickly transition to a Perfor-
mance Based Business Environment
[PBBE].

Industry and government teams have
learned over the past two-and-a-half
years that reform efforts require a long-
term focus, and that cultural changes
occur gradually. In fact, the average time
to achieve sustained change is seven
years. My long-term vision for SPI is that
it now has more potential than originally
envisioned. This tool is key to achieving
my goal of facilitating civil-military in-
tegration.

Additionally, similar to the success of
Integrated Product Teams, the value of
an industry-government Management
Council that addresses facility or cor-
porate issues is the key to SPI success.
This organizational arrangement en-
courages the Services and the Defense
Contract Management Command to
work together to develop corporate so-
lutions. This will be of lasting value to
the Department.

Do you realistically expect to receive the
SPI ROM [Rough Order Magnitude] sav-
ings that industry has projected over the
past few years? If so, when and in what
form?

Estimated implementation costs, im-
mediate contract savings, and cost
avoidance applicable to future con-
tracts are negotiated by the Defense
Contract Management Command
[DCMC] and validated by the Defense
Contract Audit Agency [DCAA]. So far,
negotiated savings to existing contracts
are $30 million, and cost avoidance is
$444 million.

DCAA and DCMC have the responsi-
bility to follow up on cost avoidance pro-
jections to ensure that direct or overhead
expenses are reduced based on the ap-
proved changes. | think these numbers,
however, are an understatement of the
potential of SPI.
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To assess the long-term value of this ini-
tiative, we must also focus on assessing
associated infrastructure reductions that
result from SPI reform. While it is diffi-
cult to specifically capture the total value
of this initiative to the Department, it is
an indispensable tool to move the De-
partment toward more commercial ways
of doing business.

What is industry’s role in future Acquisi-
tion Reform efforts, and in particular, SP1?

Industry must continue to play an im-
portant role in Acquisition Reform. Gov-
ernment and industry must work
together to share best practices and
achieve a Revolution In Business Affairs
by doing things better, faster, and
cheaper.

Only by working together will we be able
to share valuable experiences and ex-
ploit best practices. | encourage all of
you to keep the ideas coming. Post your
successes on your Web sites. | challenge
industry to share successes as well as
failures to avoid repeating the same
process.

With respect to the Single Process Ini-
tiative, it continues to be a contractor-
initiated reform. Those firms that pursue
SPI are going to be the most successful
in achieving a lean approach to con-
ducting business.

There are a myriad of opportunities to
employ SPI and save both the govern-
ment and industry significant resources.
There is tremendous potential to use SPI
to expedite the transition to not only a
Performance Based Business Environ-
ment, but also to an integrated digital
environment.

Additionally, corporate-wide Manage-
ment Councils can add value by pro-
viding a mechanism to share strategic
vision and good ideas across corpora-
tions. Industry, in turn, must push SPI
to its supplier base so that all those who
supply the government, either directly
or indirectly, can reap the benefits of SPI
cost avoidance and cost savings. The key

‘Industry must continue to
playanimportantrolein
AcquisitionReform...Only by
working together will we be
able toshare valuable
experiences and exploit best
practices. | encourageall of
you to keep the ideas coming.
Post your successesonyour
Web sites. | challenge
industryto share successesas
well asfailurestoavoid
repeating the same process.”

is making sure that the process keeps
moving forward and possibilities for sav-
ings increase.

What advice and/or encouragement would
you give to DoD program managers who
support Acquisition Reform initiatives but
have yet to realize tangible benefit(s) from
their efforts?

The Department is facing a very real bud-
get crisis. The efforts of each and every
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program manager are essential to achieve
the Revolution in Business Affairs and
reduce unnecessary infrastructure costs.

The Single Process Initiative offers each
program manager the opportunity to ex-
ercise conscious risk management de-
cisions to migrate their program to more
commercial processes and practices. The
initial goal should not be to achieve in-
stant savings but to take a long-term per-
spective. Program managers should
focus on some of the advantages of SPI
which offer the potential for a “win-win”
situation for both government and in-
dustry. Some of the advantages include:
allowing contractors to use “best “ busi-
ness and manufacturing practices to im-
prove the quality and ingenuity of
products and services; elimination of un-
necessary, and often redundant, DoD re-
quirements; and, ultimately decreased
prices for future contracts.

I applaud the efforts of the SPI pioneers
over the past few years who have
achieved dramatic successes on both
large and small programs.

Do you expect that the benefits of Acquisi-
tion Reform will ever be observed at the PM
level? If so, how?

The program managers who have
achieved the greatest benefits from Ac-
quisition Reform are those who have ag-
gressively embraced reform initiatives.
Institutionalization of Acquisition Re-
form, including education and training,
is critical to the future of the Department.
Once reform initiatives become an inte-
gral part of doing business, the benefits
will increase.

Program managers need to accept the
fact that external events have created a
culture of continuous change, which has
endless possibilities even though it is in-
trinsically chaotic. The evolution of the
Department to greater civil-military in-
tegration will result in reduced cycle
times, lower cost, greater choices of
product for our warfighters, and more
creative opportunities to access an ex-
panded supplier base.



These are all areas where real progress
has been made, directly observed, and
supported by program managers. For
those who have not experienced these
benefits, | challenge you to get involved
and make a difference.

The SPI program is a voluntary participant
program by the contractors. Why does DoD
continue to send letters to contractors that
are not participating?

There are currently about 300 contrac-
tor facilities participating in SPI. While
this has generated over 1,000 block
change modifications, the potential ex-
ists to generate even more block changes
resulting in greater savings with a
broader impact. It is important to en-
courage contractors who were previously
not interested in SPI to take a second
look and discover that SPI can help them
achieve their business goals. The ulti-
mate beneficiary of this initiative is the
warfighter.

For the Component Team Leader in a pro-
gram office that has a large contractor par-
ticipating, the operating funds for SPI come
from within the PM’s budget.

Some of the PMs do not have a large bud-
get, but spend a significant amount for
SPI (TDY funds for Management Coun-
cils) yet receive no direct benefits. With
cost avoidances being less than expected,
do you see any relief for the PMs in the
future?

| appreciate the real budget constraints
that challenge each program office.
However, | expect Program Executive
Officers [PEQ], along with their Com-
ponent Acquisition Executives, to re-
view their current SPI activity, and
commit appropriate resources for con-
tinued support. Unless we collectively
pursue Acquisition Reform agendas,
we will mortgage the future ability of
the Department to modernize prod-
ucts. We must look to tap into the
commercial sector in order to keep
pace with current technology.

‘The 120-day time frame
for executingablockchange
has beenone of the keys
tosuccess of the Single
Process Initiative.
Time wasted is savings lost
and, corporately, we can
ill-afford to delay initiatives
that will save
usmoney..."

Ten years ago, the Department was able
to keep pace with the commercial sec-
tor. Now, constrained by our past ac-
quisition and configuration management
practices, we must aggressively pursue
civil-military integration to close the gap
between the commercial capability and
our increasing obsolescence. It will take
the commitment of each PEO and PM,
with a long-term perspective, to make
this transition possible.

Dr. William J. Perry’s memorandum of June
1994 described a vision that dramatically
changed the nature of the acquisition process
in DoD. SPI was initiated as a means to
achieve DoD’s specifications and standards
goal. What is our current SPI focus?
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The focus of SPI has been and still is to
establish a partnership between indus-
try and government to migrate to best
practices and ultimately lower the costs
of products acquired for the Department.
Military specifications and standards re-
form is but one positive manifestation
of the Single Process Initiative. As the
initiative has matured, its potential value
to the Department has grown. The cur-
rent focus of SPI has been broadened to
include the integration of commercial
and military facilities.

My June 3, 1998, memorandum envi-
sions a long-term perspective for SPI that
includes the following: the need for block
change modifications to be written in
performance-based language, the need
for both prime contractors and suppli-
ers to use SPI to transition to PBBE, and
the need for corporate Management
Councils to expedite reform and facili-
tate best practices across an entire cor-
poration.

SPI implementation has not happened
as quickly as I would have liked, but 1
believe that the potential to expand the
industrial base, lower costs, and shorten
response and cycle time, among other
benefits, more than offset any short-term
challenges in implementing SPI. | want
you all to press ahead with SPI imple-
mentation and share your successes
within the Department so that we all may
benefit.

There seems to be a contest on which gov-
ernment agency can get more block changes
than the other. Why so much emphasis on
metrics?

It is important to sustain a sense of ur-
gency about Acquisition Reform or, as |
indicated before, risk mortgaging the fu-
ture ability of the Department to mod-
ernize our forces. The Defense Contract
Management Command collects and an-
alyzes a wide range of SPI data and met-
rics to measure the health of the SPI
process and report to me on a monthly
basis. While the initial emphasis was on
encouraging numbers of SPI participants
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and concept papers, other metrics have
evolved. This is not a contest; however,
I believe that all concept papers should
be given a chance for approval.

After reviewing several months of metric re-
ports, it seems that the “120-day” time frame
is difficult to meet. Should the 120-day time
frame be reassessed? DoD agencies are put
on report for being overdue, when in fact
the delay may be caused externally. Why
is so much emphasis put on this “120-day
rule”?

The 120-day time frame for executing a
block change has been one of the keys
to success of the Single Process Initia-
tive. Time wasted is savings lost and, cor-
porately, we can ill-afford to delay
initiatives that will save us money, so it
was important to create a sense of ur-
gency for implementing industry inno-
vations and efficiencies.

| recognize that not every concept paper
can be approved within 120 days. How-
ever, keeping a focused pressure on this
process is important. Embracing the In-
tegrated Product Team approach, |
strongly encourage Management Coun-
cils to work with contractors during con-
cept paper development. This up-front
planning should facilitate a timely ap-
proval, not cause delays.

DoD Components are not put “on re-
port” for being overdue; however it is im-
portant to identify causes for delay and,
when appropriate, expedite those re-
forms. For the most part, the process has
worked well and the majority of SPI pro-
posals are implemented within this time
frame. | commend all of you, both gov-
ernment and industry, in successfully
implementing these streamlining initia-
tives.

What initiatives have been undertaken or
are planned to rationalize/standardize
processes at the Prime and OEM [Original
Equipment Manufacturer] level in order to
“flow down” cost-reduction opportunities
to lower-tiered subcontractors and the ul-
timate customers?

“...Itwill take the
commitment of each
Program Executive Officer
and program manager,
withalong-term perspective,
to make the Revolution
In Business Affairspossible.
Focusingoninstant
savings is counterproductive.
Instead, keep an eye on the
big picture—focusinstead
onthe long-term
improvements that result
in the most efficient use of
program dollars’

A number of traditional defense suppli-
ers have taken the initiative to expand
the Single Process Initiative to their sub-
tier suppliers, through enabling clauses
and supplier conferences and councils.
This initiative, critical to the future suc-
cess of SPI, will facilitate the adoption of
industry best practices across the sup-
plier base and provide access to com-
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mercial products from non-traditional
defense suppliers.

Industry has realized over the past two
years that, to facilitate adoption of best
practices, it is important for prime sup-
pliers to encourage sub-tier suppliers to
“flow up” best practices rather than “flow
down” practices on the suppliers.

Additionally, by consciously reducing
prime contractor oversight, it is possible
to eliminate process details at the sub-
tier level and ultimately reduce the cost
of future products. One unanticipated
benefit of the SPI has been the dialogue
it has created across the supplier base
and the synergy of ideas for reform that
are beginning to emerge.

How does a program justify spending their
limited resources working “long-term per-
spective” SPI proposals or contract changes
that do not benefit their instant contracts
or program?

As | indicated before, it will take the
commitment of each Program Execu-
tive Officer and program manager, with
a long-term perspective, to make the
Revolution In Business Affairs possi-
ble. Focusing on instant savings is
counterproductive. Instead, keep an
eye on the big picture — focus instead
on the long-term improvements that
result in the most efficient use of pro-
gram dollars.

Some improvements made possible by
the SPI include modernization, use of
commercial products and processes,
technology insertion opportunities, and
decreased prices for future contracts.
While not all of these benefits result in
instant savings, a corporate focus on the
larger benefit to the Department is im-
portant.

The big picture is that SPI's long-term
improvements will eventually, if not im-
mediately, result in the most efficient use
of program dollars. Clearly, SPI makes
good business sense, and we must use
it as but one of the tools to achieve Ac-
quisition Reform.



FAR [Federal Acquisition Regulation]
waivers in general, and government prop-
erty changes in particular (the biggest op-
portunity is also the biggest concern), are
taking a very long period of time without
resolution or feedback of status. Can any-
thing be done to move the other Agencies?

| have asked my Principal Deputy, Dave
Oliver, to chair a Single Process Ini-
tiative Executive Council comprised of
the Service Acquisition Executives and
other senior Department officials. Stan
Soloway, the Deputy Under Secretary
of Defense (Acquisition Reform), is
the Vice Chair of this Council; and Gen-
eral Malishenko, Commander, Defense
Contract Management Command, is the
Executive Secretary. | have high expec-
tations for this Council to facilitate the
future success of this initiative.

Are there any plans to “incentivize” industry
to participate further in the program?

SPI remains a voluntary program, and
there are currently no plans to specifi-
cally incentivize industry to participate.
The ultimate incentive is to use the SPI
to adopt lean business practices, inte-
grate commercial and defense practices
within a company, and ultimately com-
pete and win future business.

Additionally, as many defense suppli-
ers are discovering, the SPI has also fa-
cilitated corporate mergers and
consolidations, allowing industry to
develop corporate best practices and
quickly integrate those new business
entities. SPI provides a way for com-
panies to embrace performance-based
requirements and position themselves
to operate in a Performance Based
Business Environment.

Do you think the Department of Defense
Inspector General [DoD IG] or General
Accounting Office [GAQ] should examine
the SPI to see if the Report of Investigation
is worth what DoD is putting into the
program?

‘SPI remains a voluntary
program,and thereare
currently noplansto
specifically incentivize
Industry to participate. The
ultimate incentiveistouse
the SP1toadoptleanbusiness
practices, integrate
commercial and defense
practiceswithinacompany,
and ultimatelycompeteand
win future business.’

As a matter of fact, the DoD Inspector
General issued a report on March 14,
1997, which evaluated DoD’s imple-
mentation of the Single Process Initia-
tive. There were no adverse findings in
that report.

I must remind all of you to avoid taking
the myopic approach to the benefits to
be realized by the Single Process Initia-
tive. As | have previously mentioned, the
benefits may not have immediate
measurable monetary returns. How
much is it worth when we deploy a
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weapons system six months earlier than
planned, that is able to counter a new
deployed weapon capability from a
hostile nation? How much is it worth
when we are able to deploy a new
weapons system that leverages the use
of a commercial technology previously
unavailable to DoD?

In assessing the success of SPI, the long-
term vision must prevail. It is premature
to measure the overall impact of this ini-
tiative to the Department.

Why is it that Office of the Secretary of De-
fense [OSD] Web sites continually delin-
eate 1SO 9000 Quality Systems, when policy
memoranda from OSD state we cannot re-
quire any quality system/program in our
acquisition packages?

The vast majority of savings realized on this
program are proposed for the future. The
current savings are minimal or nonexis-
tent. The Commands, PEOs, and PMs are
funding these programs today. Will OSD
or DoD provide funding from these future
savings for this program?

ISO 9000 should not be placed on con-
tract. Future savings are really cost avoid-
ance. This means that, for the same level
of budgeted funds without ISO 9000 on
contract, the PM could apply funds to
modernization of the product. Or, al-
ternatively, the PM can reduce his or her
budget requirements. Conscious risk
management decisions by every program
manager can help reduce oversight and
associated infrastructure costs, thus ben-
efiting the entire Department.

ENDNOTES
1. See Program Manager magazine, July-
August 1998, Volume XXVII, No. 4, pp.
74-75.

2. On Aug. 28, 1998, Principal Deputy
Under Secretary of Defense (Acquisition
& Technology), David Oliver, published
a memorandum establishing the mem-
bership and concept of operations for
the Single Process Initiative Executive
Council.
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